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(2) No adjustment may be made to 
the student aid package as long as the 
total of the package and the BIA edu-
cation grant is less than the institu-
tion’s determination of that student’s 
financial need. 

(c)(1) If the BIA education grant, 
when combined with other aid in the 
package, exceeds the student’s need, 
the excess must be deducted from the 
other assistance (except for Federal 
Pell Grants), not from the BIA edu-
cation grant. 

(2) The institution shall deduct the 
excess in the following sequence: loans, 
work-study awards, and grants other 
than Federal Pell Grants. However, the 
institution may change the sequence if 
requested to do so by a student and the 
institution believes the change benefits 
the student. 

(d) To determine the financial need 
of a student who is also eligible for a 
BIA education grant, a financial aid 
administrator is encouraged to consult 
with area officials in charge of BIA 
postsecondary financial aid. 

(Authority: 20 U.S.C. 1070b–1 and 1087dd; 42 
U.S.C. 2753) 

[61 FR 60393, Nov. 27, 1996, as amended at 71 
FR 45697, Aug. 9, 2006] 

§ 673.7 Administrative cost allowance. 

(a) An institution participating in 
the Federal Perkins Loan, FWS, or 
FSEOG programs is entitled to an ad-
ministrative cost allowance for an 
award year if it advances funds under 
the Federal Perkins Loan Program, 
provides FWS employment, or awards 
grants under the FSEOG Program to 
students in that year. 

(b) An institution may charge the ad-
ministrative cost allowance calculated 
in accordance with paragraph (c) of 
this section for an award year against- 
(1) The Federal Perkins Loan Fund, if 
the institution advances funds under 
the Federal Perkins Loan Program to 
students in that award year; 

(2) The FWS allocation, if the insti-
tution provides FWS employment to 
students in that award year; and 

(3) The FSEOG allocation, if the in-
stitution awards grants to students 
under the FSEOG program in that 
award year. 

(c) For any award year, the amount 
of the administrative costs allowance 
equals— 

(1) Five percent of the first $2,750,000 
of the institution’s total expenditures 
to students in that award year under 
the FWS, FSEOG, and the Federal Per-
kins Loan programs; plus 

(2) Four percent of its expenditures 
to students that are greater than 
$2,750,000 but less than $5,500,000; plus 

(3) Three percent of its expenditures 
to students that are $5,500,000 or more. 

(d) The institution shall not include, 
when calculating the allowance in 
paragraph (c) of this section, the 
amount of loans made under the Fed-
eral Perkins Loan Program that it as-
signs during the award year to the Sec-
retary under section 463(a)(6) of the 
HEA. 

(e) An institution shall use its ad-
ministrative costs allowance to offset 
its cost of administering the Federal 
Pell Grant, FWS, FSEOG, and Federal 
Perkins Loan programs. Administra-
tive costs also include the expenses in-
curred for carrying out the student 
consumer information services require-
ments of subpart D of the Student As-
sistance General Provisions regula-
tions, 34 CFR part 668. 

(f) An institution may use up to 10 
percent of the administrative costs al-
lowance, as calculated under paragraph 
(c) of this section, that is attributable 
to the institution’s expenditures under 
the FWS program to pay the adminis-
trative costs of conducting its program 
of community service. These costs may 
include the costs of— 

(1) Developing mechanisms to assure 
the academic quality of a student’s ex-
perience; 

(2) Assuring student access to edu-
cational resources, expertise, and su-
pervision necessary to achieve commu-
nity service objectives; and 

(3) Collaborating with public and pri-
vate nonprofit agencies and programs 
assisted under the National and Com-
munity Service Act of 1990 in the plan-
ning, development, and administration 
of these programs. 

(g) If an institution charges any ad-
ministrative cost allowance against its 
Federal Perkins Loan Fund, it must 
charge these costs during the same 
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award year in which the expenditures 
for these costs were made. 

(Authority: 20 U.S.C. 1070b–2, 1087cc, and 1096, 
42 U.S.C. 2753) 

PART 674—FEDERAL PERKINS LOAN 
PROGRAM 

NOTE: An asterisk (*) indicates provisions 
that are common to parts 674, 675, and 676. 
The use of asterisks will assure participating 
institutions that a provision of one regula-
tion is identical to the corresponding provi-
sions in the other two. 

Subpart A—General Provisions 

Sec. 
674.1 Purpose and identification of common 

provisions. 
674.2 Definitions. 
674.3–674.4 [Reserved] 
674.5 Federal Perkins Loan program cohort 

default rate and penalties. 
674.6–674.7 [Reserved] 
674.8 Program participation agreement. 
674.9 Student eligibility. 
674.10 Selection of students for loans. 
674.11 [Reserved] 
674.12 Loan maximums. 
674.13 Reimbursement to the Fund. 
674.14–674.15 [Reserved] 
674.16 Making and disbursing loans. 
674.17 Federal interest in allocated funds— 

transfer of Fund. 
674.18 Use of funds. 
674.19 Fiscal procedures and records. 
674.20 Compliance with equal credit oppor-

tunity requirements. 

Subpart B—Terms of Loans 

674.31 Promissory note. 
674.32 Special terms: loans to less than half- 

time student borrowers. 
674.33 Repayment. 
674.34 Deferment of repayment—Federal 

Perkins loans, NDSLs and Defense loans. 
674.35 Deferment of repayment—Federal 

Perkins loans made before July 1, 1993. 
674.36 Deferment of repayment—NDSLs 

made on or after October 1, 1980, but be-
fore July 1, 1993. 

674.37 Deferment of repayment—NDSLs 
made before October 1, 1980 and Defense 
loans. 

674.38 Deferment procedures. 
674.39 Loan rehabilitation. 
674.40 Treatment of loan repayments where 

cancellation, loan repayments, and min-
imum monthly repayments apply. 

Subpart C—Due Diligence 

674.41 Due diligence—general requirements. 
674.42 Contact with the borrower. 

674.43 Billing procedures. 
674.44 Address searches. 
674.45 Collection procedures. 
674.46 Litigation procedures. 
674.47 Costs chargeable to the Fund. 
674.48 Use of contractors to perform billing 

and collection or other program activi-
ties. 

674.49 Bankruptcy of borrower. 
674.50 Assignment of defaulted loans to the 

United States. 

Subpart D—Loan Cancellation 

674.51 Special definitions. 
674.52 Cancellation procedures. 
674.53 Teacher cancellation—Federal Per-

kins, NDSL and Defense loans. 
674.54 [Reserved] 
674.55 Teacher cancellation—Defense loans. 
674.56 Employment cancellation—Federal 

Perkins, NDSL and Defense loans. 
674.57 Cancellation for law enforcement or 

corrections officer service—Federal Per-
kins, NDSL and Defense loans. 

674.58 Cancellation for service in an early 
childhood education program. 

674.59 Cancellation for military service. 
674.60 Cancellation for volunteer service— 

Perkins loans, NDSLs and Defense loans. 
674.61 Discharge for death or disability. 
674.62 No cancellation for prior service—no 

repayment refunded. 
674.63 Reimbursement to institutions for 

loan cancellation. 
674.64 Discharge of student loan indebted-

ness for survivors of victims of the Sep-
tember 11, 2001, attacks. 

APPENDIXES A–D TO PART 674 [RESERVED] 
APPENDIX E TO PART 674—EXAMPLES FOR 

COMPUTING MAXIMUM PENALTY CHARGES 
(6 MONTHS UNPAID OVERDUE PAYMENTS) 
ON DIRECT LOANS MADE FOR PERIODS OF 
ENROLLMENT BEFORE JANUARY 1, 1986 

AUTHORITY: 20 U.S.C. 1070g, 1087aa–1087hh, 
unless otherwise noted. 

EDITORIAL NOTE: Nomenclature changes to 
part 674 appear at 65 FR 18002, 18003, Apr. 6, 
2000. 

Subpart A—General Provisions 

SOURCE: 52 FR 45747, Dec. 1, 1987, unless 
otherwise noted. 

§ 674.1 Purpose and identification of 
common provisions. 

(a) The Federal Perkins Loan Pro-
gram provides low-interest loans to fi-
nancially needy students attending in-
stitutions of higher education to help 
them pay their educational costs. 

(b)(1) The Federal Perkins Loan Pro-
gram, authorized by title IV-E of the 
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